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PROBLEMS OF LOCAL TAXATION IN ENGLAND 

ONE of the differences in terminology between England 
and America is the use in the former country of the 
word " rates " to denote what in the latter are called 
" local taxes ". In England the " rating question ", simpliciter t 
has nothing to do with railroad charges, but is concerned with 
the mulcting of the householder, or " rate-payer ", of the sums 
necessary for the upkeep of local government. The pinch of 
this exaction is felt quite as keenly whatever the name that is 
given it, and just now it is not the least of the many worries 
afflicting the citizen who was looking forward with too sanguine 
expectations to the immediate realization of a new and more 
comfortable world. The outcry against higher rates ha s been 
even louder and more widespread than that against higher 
national taxes. The first resolution passed at an important 
representative conference held in London in November, 1920, 
denounced " the recent rapid increase of the rates throughout 
the country " as " an intolerable burden on trade and industry 
and upon all classes of rate-payers ". Public meetings of pro- 
test have been held in many places, accompanied in some in- 
stances by threats of refusal to pay. The situation, indeed, is 
approaching a deadlock; for many a citizen, already at his wits' 
end to meet a greatly increased income tax and a rise in the 
cost of everything he buys, finds the demands of the rate- 
collector more than he can satisfy without having recourse to 
the pawnbroker or the money-lender. 

It would occupy too much space to attempt to give here a 
complete account of the financial system of English local gov- 
ernment, but a brief outline of it may be desirable as an intro- 
duction to the study of the present problem. The great cities, 
such as Manchester and Birmingham, are county boroughs, 
managed by county borough councils. Outside these are the 
areas administered by county councils. Below these come, in 
the more thickly populated districts, the non-county borough 
councils and the urban district councils, and, in the rural dis- 
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tricts, the rural district councils. Below the rural district coun- 
cils stand the parish councils. These various bodies administer, 
with varying degrees of responsibility, the laws relating to pub- 
lic health, education, the police, housing, the sale of intoxi- 
cants, highways, markets, old-age pensions and other poor relief, 
fire protection, public libraries, and so on. The income of 
these bodies is derived from rates, which are calculated upon 
the so-called " rateable value" of the property — mainly, occu- 
pied buildings — within their boundaries. The assessment is 
based upon the rent, with a certain allowance, usually about 
one-sixth, for the cost of keeping the place in repair. Thus a 
house actually rented at £60 a year would be assessed at £50. 
If it is not rented, the amount at which it might reasonably be 
rented is taken as the rateable value. A rate of so many shil- 
lings in the pound means a levy of this number of shillings for 
every pound of rateable value. On agricultural land only half- 
rates are paid. The officials of each parish send annual returns 
of its total rateable value to the county council, which then ap- 
portions its demands to the various minor bodies within its 
domain according to their ability to pay. These minor author- 
ities add to the demands of the county council whatever sum is 
needed for the public services peculiar to themselves, calculate 
what rate per pound of rateable value will be required to raise 
this amount, and make their levy accordingly. 

The proceeds of the rates are not the sole source of income 
at the disposal of the local authorities. They are assisted by 
" grants in aid " from the national exchequer, which are assigned 
for specific purposes, and are either ( 1 ) so far fixed in amount 
as to be independent of any action of the local authority re- 
ceiving them, (2) varying in some relation to the amount spent 
by the local authority, or (3) dependent on certain services be- 
ing rendered by the local authority but not increasing in pro- 
portion to the amount spent. The subventions made for educa- 
tion and for the maintenance of the police are among the most 
notable examples of these grants in aid. For the present 
financial year the grants in aid are estimated to amount to 
about ^70,000,000, while the income from the rates will be 
about £ 1 49,000,000. Ultimately, of course, the grants in aid 
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come out of the pockets of the same persons as the rates; but 
in the one case, the citizen pays qua taxpayer, on a basis calcu- 
lated according to the needs of the whole country, and in the 
other qua ratepayer, on the basis of the needs of his own county 
or county borough and of the rateable value of his own im- 
mediate neighborhood. 

The extraordinary increase in the burden of the rates during 
recent years will be realized from a few specimen figures. Ac- 
cording to Sir Robert Giffen, a rate of 7s. 6d. in the pound is 
the utmost levy that a locality can sustain without detriment to 
its industries and enterprises, or, in other words, without damag- 
ing employment. But in nine of the metropolitan boroughs 
the rates in the forthcoming year will average over 21s. in the 
pound, and the average rate of the remainder will be about 17s. 
The rate in Bethnal Green has gone up from 8s. in 1910-191 1 
to 19s. 1 id. in 1920-1921, and in Islington from 7s. 8d. in the 
earlier period to 17s. 3d. in the later. The provincial boroughs 
are scarcely more fortunate. In several of them the rate has 
been doubled since before the war. Norwich heads the list 
with a record-breaking rate of no less than 32s. 4d. in the 
pound. The total amount raised by local rates in England and 
Wales has risen from £52,940,000 in the financial year ending 
1904 to £61,273,000 in 1909, to £71,276,000 in 1914, to 
£84,500,000 in 1919, and, as mentioned above, to £149,000,000 
in the current year. Sir Arthur Chapman, the Vice-Chairman 
of the County Councils Association, is responsible for the 
statement that a family of five persons is on an average paying 
4s. a week more in rates than in 1914-1915. Lord Parmoor's 
estimate, as given the other day in the House of Lords, is that 
the average rate in 1921 will be 13s. 8d. in the pound, or 
£4. is. 3d. per head of the population. "The householder", 
says the Manchester Guardian, " already paying away nearly a 
third of his income in income tax, and with the remainder able 
to purchase about two-fifths of the necessaries and comforts 
which he could buy with the same money in 1914, finds at the 
same time that his house rent is approximately doubled by the 
rates ". And the process of increase is still continuing, so that, 
according to some competent authorities, we are within meas- 
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urable distance of the time when some local authorities will be 
levying a rate of 40s. in the pound. The districts in which the 
burden is heaviest have an additional cause of apprehension in 
the tendency of residents to migrate to some neighborhood 
where the exaction is less, thus increasing the rate that has to 
be levied upon those who remain. Evidently there is little 
prospect of the institution in the near future of the municipal 
orchestras and municipal theatres for which the artistic world 
has been carrying on a propaganda. After this review of the 
situation one can appreciate the gibe of an Islington alderman 
who, in commenting upon the plans for a new town hall, called 
attention to the fact that they were to include two nude figures, 
which, he supposed, were intended to represent the ratepayers, 
stripped of superfluous cash and clothes. 

To what causes is this startling increase in the cost of local 
government to be attributed? There is a popular impression 
that it is due mainly to the new obligations — in such matters as 
education, public health, and so on — imposed by Parliament on 
local authorities in recent years. An examination of the fig- 
ures, however, will show that only a small proportion of the in- 
crease is the result of new legislation. The additional services 
required of the rate-payers by the Ministry of Health during 
the last two years account for an increase of less than 5d. in 
the pound. Sir Arthur Chapman's estimate is that not more 
than 20 per cent of the increase is occasioned by the new bur- 
dens placed upon the local authorities by all the Government 
Departments combined. 

The remaining 80 per cent, according to the same authority, 
is almost entirely due to the rise in salaries, wages, and cost of 
material. Sir Arthur Chapman contends, however, that the 
rise in salaries and wages is in great measure due to the action 
of the Government, which not only set the example by increas- 
ing the payment of its own employees 50 per cent, but circular- 
ized the local authorities urging and almost commanding them 
to raise the payment of their employees in the same way. The 
Home Office has also pressed for an increased bonus to the 
police, in the face of actual evidence that, in county areas at 
any rate, it was not required. The benefit thus given to the 
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police has naturally made other public servants dissatisfied with 
what they were getting. How the cost of material has risen 
may be seen from some specific items. In 1913-1914 the 
borough of Shoreditch bought 452 tons of cement for £853, 
but in 1919-1920 it had to pay £2,123 for 526 tons. Stepney 
paid £1,401 for 213 tons of creosoted blocks in 1913-1914, 
but in 1919-1920 the price of three and a half tons less had 
jumped to £4,166. Camberwell bought 21 tons of asphalt in 
1913-1914 for .649, but in 1919-1920 it paid ,£205 for 34 
tons. These charges are all the heavier because so much re- 
pair work was postponed during the war. The local authori- 
ties were then urged to exercise the most rigid economy and 
to restrict their expenditures as far as possible, with the result 
that important public services were neglected and it is now more 
than usually costly to overtake arrears. A further important 
cause of increased expenditure is the much larger sum now 
payable in interest upon loans, owing to the present scarcity of 
money — by no means a trivial item in municipal book-keeping, 
seeing that the outstanding debt of the local authorities in 1915 
amounted to £570,768,492. Formerly it was often possible 
for a local authority to increase its total expenditure without 
any corresponding rise in the rates, for the growing prosperity 
of a district meant an increase in the rateable value of the 
property included within it, so that new sources of income 
could be tapped. The total rateable value of property in Eng- 
land and Wales rose from £115,646,631 in 1874 to £145,- 
527,994 in 1884, to £161,139,575 m l8 94 and to £182,800,000 
in 1904. But the rateable value, as explained above, is based 
upon the rents, and recent legislation has imposed restrictions 
on the raising of the rents of the largest class of rateable prop- 
erty, with the result that the total rateable value has increased 
by only about six per cent since 191 3. 

Various remedies have been suggested as means of escaping 
the threatened deadlock. One proposal is that the cost of edu- 
cation, public health, poor relief, main roads, and other public 
services administered by the local authorities should be placed 
wholly upon the national exchequer. The advantage of this 
plan would be that it would equalize the financial burden as be- 
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tween one part of the country and another. At present some 
of the least affluent districts have to meet the heaviest charges. 
A district inhabited mainly by a working-class population of 
the unskilled type has naturally to pay out a larger sum in poor 
relief than a well-to-do suburban neighborhood, while at the 
same time its rateable value is smaller and its rates consequently 
higher. There are strong objections, however, to the national- 
ization of these charges. It would further swell the size and 
power of a central bureaucracy that is already overgrown. If 
the national exchequer met the whole cost, it would be impos- 
sible to allow the local authorities to retain such control as they 
now possess over the expenditure of the money, and incidentally 
one of the best features in English public life would be de- 
stroyed, for no city would secure the services of its best men in 
the work of local government if the functions of the adminis- 
trative bodies were thus impaired. More support is generally 
given to the proposal that the " grants in aid " from the 
national exchequer should be substantially increased. It would 
be possible to give considerable relief in this way while still 
meeting a good deal of the cost out of the rates. 

At the conference on the subject held in London in Novem- 
ber, 1920, a resolution was carried endorsing three proposals 
against which no one could make any reasonable objection. 
( 1 ) An estimate of local government expenditure should be 
presented to Parliament each year at the same time as the 
national budget is introduced. At present, no official estimate 
of the kind is available. (2) When any bill that affects the 
local authorities is introduced into Parliament, there should be 
presented with it, before it is discussed, an estimate of the cost 
its proposals will involve, in the first place to the taxpayer and 
secondly to the ratepayer. (3) Any proposal in Parliament 
involving fresh charges upon the rates should be subject to the 
procedure now in force as regards imperial taxation, i. e., 
that a special resolution must be moved in committee and re- 
ported to the House before the matter can be considered. 
These reforms in procedure would certainly be a useful safe- 
guard against a too hasty acceptance by Parliament of schemes 
whose attractive features are made prominent while the cost of 
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putting them into operation is ignored. But a check on the 
activities of Parliament, while commendable as far as it goes, 
will evidently not go far, in view of the fact that so small a 
proportion of the increase in the rates is due to demands that 
originate in Parliament. 

A section of the press has been calling loudly for what it de- 
scribes as a " rationing " policy. Each county council, or other 
local authority, is to fix its rates definitely at so much in the 
pound for a period of three years or so. It is then to allocate 
the estimated income among its various spending departments 
according to what are believed to be their necessities, and these 
departments are to manage somehow or other to keep their ex- 
penditure within their income. The cry is a popular one. It 
can be defended by quoting the wholesome maxim that you 
should cut your coat according to your cloth. The Birming- 
ham City Council is seriously considering the adoption of a 
plan of this sort, and other municipalities are reported to be 
inclined to follow suit. But the matter is not quite so simple 
as it appears at a first glance. Has a municipal body that hap- 
pens to be in office today the power to pledge its successors? 
And is it possible to determine in advance either the services 
that the local authority will be required to render or what the 
cost of them will be? Few experts in the actual working of 
local government regard the plan with any favor. Sir Arthur 
Chapman, for instance, pronounces against it, and says that the 
Surrey County Council, of which he was formerly chairman, 
once attempted a scheme of this sort but had to give it up as 
unworkable. The difficulties, he points out, would be even 
greater if Parliament were to set a limit of expenditure to be 
observed by county councils generally, without regard to the 
local circumstances or needs. 

The root of the trouble is that, after all, there is so very little 
in the expenditure of the local authorities today that can be 
challenged as extravagant or unnecessary. What service at 
present rendered by the local authorities is so much of a luxury 
that it can be given up without serious damage to the welfare 
of the community? "High rates and a healthy town" was 
Joseph Chamberlain's motto, and by applying it in Birmingham 
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during his mayoralty he won for that city a reputation for effi- 
cient administration which it has not yet lost. Arthur Green- 
wood, one of the " intellectuals " of the Labor party, maintains 
that no other expenditure yields so much in return as that which 
is made by the local authorities. " Compare ", he says, " local 
expenditure with national expenditure. During the current 
year half the total imperial revenue is being devoted to the 
national debt services and the fighting forces. After a war to 
end war, the maintenance of the army, navy, and air forces is 
costing the country at the present time, according to the official 
estimates" — he was writing in November, 1920 — " a sum equiva- 
lent on the average to 9s. 6d. per family of five per week. Local 
expenditure, however, is principally devoted to socially useful 
services — to education, to relief of the poor, to the mainten- 
ance of public roads, public parks, and similar purposes ". 
He asks the complaining ratepayer to consider what he and his 
family obtain for the expenditure of 8s. a week on rates and 
compare it with what 8s. would buy in clothing or tobacco. 
One might appropriately summon another familiar proverb to 
one's aid in combating the policy of starving the public ser- 
vices — in such matters especially as health and education — in 
order to save the rates. It would be a policy of " penny wise 
and pound foolish ". Unhappily that policy has already been 
put into operation with regard to education. Some of the most 
important reforms that were to be secured by the Education 
Act of 19 1 8 are to be shelved for a time, and several thousands 
of young people who should have been attending continuation 
schools will suffer for the remainder of their lives from the 
snatching away from them of the opportunity of an education 
that they so urgently need. 

After all is said and done, there seems little prospect that 
any permanent improvement of the situation can be brought 
about by cutting down this, that, or the other item of expendi- 
ture on the balance sheets of the local authorities. If money 
is saved thus today, it will be more than counterbalanced by 
additional expenditure on jails and hospitals in years to come, 
to say nothing of the loss suffered by the community in the 
diminished productive power of men and women whose health 
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and education have been neglected. But while the expenditure 
of the local authorities could not safely be decreased, some- 
thing might be done to enlarge their sources of income and to 
make the burden of their support fall upon shoulders that are 
better able to bear it. There is general agreement that a re- 
form in the present system of local assessment and rating is 
long overdue. The system of national taxation in the United 
Kingdom is based upon the principle that there should be as 
small a levy as possible imposed upon the necessaries of life. 
But the local taxation is levied upon houses, one of the most 
essential of all requirements. And it is well known that the 
smaller a man's income, the larger is the proportion of it that 
he pays for his dwelling-place, which means that he is rated in 
inverse proportion to his income. In a speech delivered in the 
House of Lords on February 23, 192 1, Lord Parmoor went 
so far as to declare that, of all forms of contribution to public 
expenditure in force in England, the most anomalous and in- 
equitable in its incidence is the contribution levied on rate- 
payers. The rates, he said, have not been assessed on the only 
intelligible principle — that of ability to pay — with the result 
that two-thirds of the real assessable income of the country 
escapes contribution to services to which it should be liable 
to contribute. In the course of the same debate Lord Haldane, 
while pointing out that the line of demarcation between local 
and national expenditure was not easy to draw, agreed with 
Lord Parmoor that the time had come for a reconsideration of 
the whole basis of local taxation so that people would contribute 
according to their ability to pay for local services. Agreement 
is not so easily reached when specific proposals for reform are 
put forward. The suggestion of a local income tax, for ex- 
ample, is met by strong objections. How much of the income 
made by a firm with premises in Manchester is actually made 
in Manchester? In nearly all areas, it is said, the largest rate- 
payers are railway and canal companies. How would it be 
possible to find out how much of the profit of the London and 
North Western Railway Company is made in Manchester? 
Then there is the problem of the man who makes his money 
in a big city and lives outside it in a district that is under some 
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other local authority. The suggestion that the municipalities 
should be encouraged to make trading profits for the relief of 
the rates is also one that will not carry very far, for only a very 
sanguine man could expect any large profits from municipal 
trading concerns for many years to come. 

On the whole, the conclusion seems to be that it will be im- 
possible to devise a fairer system than that of assessing rates 
on property, but with such modifications of the existing system 
as will insure a more equitable assessment. It is therefore not 
surprising that there has recently been a revival of the proposal 
to rate land values. In Manchester a few months ago the city 
council agreed to promote a bill seeking power to rate 5 per 
cent of the capital value of land, whether in use or not, in order 
to abolish other forms of rating. It was estimated that the 
capital value of land in Manchester would amount to £100,- 
OOO.OOO. Taking 5 per cent of this as basis for levying rates, 
there would be an assessable value of ;£5 ,000,000. On that 
assessment a rate of 6s. 8d. in the pound would provide amply 
for all the requirements of the city. The argument in favor of 
this scheme is that there is a gread deal of undeveloped land 
whose value is not represented by its present rent, but that this 
value would be brought into account by the proposed method 
of taxation. A new source of income would be taxed in the 
shape of wealth which is in existence as measured by selling 
prices in the market, but is not in full use as represented by 
the rents that are now being paid. Moreover, at present every 
new building, great or small, every improvement to a house, 
every addition to a factory, is so much addition to the rate- 
able value and is accordingly an increased burden on the owner 
or occupier, with the result that, with rates at their present fig- 
ure, this is a very serious deterrent to building. The taxation 
of the site value, if it could replace the whole of the rates on 
building, would sweep away this obstacle to the builder's enter- 
prise. The landowners would no longer escape their fair share 
of the contribution to the local services, and industry would no 
longer be penalized. The endorsement of such a plan by the 
Manchester city council seemed a notable victory for the single- 
taxers, but to their great disappointment it was abandoned at a 
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later stage, when the members had before them a concrete plan 
in the form of draft clauses in the bill. The resolution to con- 
firm them was then defeated by 56 votes to 50, and the situa- 
tion therefore remains as it was. 

So drastic a change is likely to meet the opposition of power- 
ful interests wherever it is advocated, so the ratepayers cannot 
reasonably expect relief in that direction. Any proposal, how- 
ever, for easing present conditions by shifting the burden to 
other shoulders will necessarily have a stiff fight before it in 
order to win through. But with the apparent impossibility of 
making any substantial reduction in the expenditure of the 
local bodies, it can only be by some readjustment of the pres- 
ent system of rating that the approaching deadlock can be 
avoided. As the pressure increases, public opinion may be 
expected to take more fully into account Mr. Greenwood's re- 
minder of the huge sum now levied to meet the national ex- 
penditure. For if only the national taxation could be appreci- 
ably lessened, such local taxation as is necessary would be 
more easily and willingly borne. 1 

Herbert W. Horwill. 

London, England. 

1 Since this article was set in type, the situation has had a sensational development 
in the imprisonment of the mayor of Poplar and several of the members of the 
town council for their refusal to levy rates which, they declared, the borough was too 
poor to pay. As a result of this incident there has been introduced into Parliament 
a " Local Authorities (Financial Provisions) Bill " for the purpose of affording relief 
to the poorer boroughs within the London area. 



